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Executive Summary  

1. Hazardous chemicals are a growing source of financial risk. Depending on exposure, 

they can have significant, well-documented negative impacts on human health, 

ecosystems and economic activity, while the universe of substances considered 

hazardous continues to evolve as scientific understanding advances. For financial 

institutions, the challenge extends beyond currently regulated chemicals to those that 

may later be identified as harmful, creating a persistent "known unknowns" challenge. 

This challenge is compounded by the scale of chemical production - 95% of all 

manufactured goods rely on some form of industrial chemicals (ChemSec, 2024a), the 

increasing complexity of global value chains, and limited transparency on where 

hazardous substances are produced, used, released and accumulated. As a result, 

chemicals-related risks often remain largely invisible within conventional lending, 

investment and insurance risk frameworks. While significant financial losses linked to 

hazardous chemicals have so far been concentrated in a limited number of high-profile 

cases, and are often viewed by investors as company-specific rather than systemic risks, 

the widespread use of chemicals across sectors and value chains points to the potential 

for broader financial exposure. At the same time, integrating chemicals considerations 

into financing and investment decisions can help financial institutions direct capital 

towards safer, more resilient business models and identify emerging transition-finance 

opportunities. 

2. Pollution degrades the ecosystem services that underpin all economic activity: an 

estimated US$44 trillion of economic value generation, over half of global GDP, is 

moderately or highly dependent on nature and its services (World Economic Forum, 

2020). For banks specifically, roughly 75% of euro-area bank loans are extended to firms 

highly dependent on at least one ecosystem service (European Central Bank, 2023). 

Pollution is one of the drivers eroding those services, and the cost of their continued 

degradation is estimated at least US$479 billion a year (UNEP FI, 2020). Human health 

impacts are equally significant. WHO estimates that in 2016 around 13.7 million deaths 

in the world – 24% of all fatalities – were linked to modifiable environmental factors, 

including chemicals, waste and pollution (WHO, 2025). Globally, 2 million lives and 53 

million disability-adjusted life years (DALYs) were lost in 2019 due to exposure to selected 

chemicals (WHO, 2023).   

3. Chemical pollution creates financial risk through multiple reinforcing transmission 

channels. Physical risks arise as pollution degrades ecosystem services, undermines 

productivity, damages natural capital and imposes wider economic costs through adverse 

human health outcomes. Transition risks emerge through tightening regulation, litigation, 
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technological change, market expectations and shifting consumer preferences. Litigation 

increasingly acts as an early warning signal, demonstrating that financial exposure can 

materialise well before regulatory frameworks or scientific consensus are fully established. 

Together, these dynamics can affect borrower creditworthiness, collateral values, 

insurance losses, operational resilience and long-term portfolio performance. 

4. Hazardous chemicals are governed through an evolving international architecture of 

conventions, standards and voluntary initiatives, within which the Global Framework on 

Chemicals (GFC) provides the overarching framework for chemicals and waste. The GFC 

strengthens links between chemicals management, biodiversity, climate, human health 

and sustainable development while establishing clear expectations for greater private 

sector action, improved disclosure, stronger chemicals management and increased 

mobilisation of finance. This briefing is intended as a practical introduction for financial 

institutions. 

5. This briefing note starts by providing a practical introduction to hazardous chemicals 

and why they matter for financial institutions. It explains what makes a chemical 

hazardous, distinguishes hazard from risk, outlines how hazardous chemicals are 

identified across different international frameworks and jurisdictions, and introduces the 

evolving nature of chemical risk. It also situates the GFC within the broader international 

policy landscape, highlighting its links with biodiversity, climate, human health and 

sustainable development. 

6. It then examines how hazardous chemicals create financially material risks for banks, 

insurers and investors. It explores how environmental and health impacts translate into 

physical and transition risks through regulatory tightening, litigation, market and 

reputational pressures, and the degradation of ecosystem services. It also considers how 

these transmission channels reinforce one another, why chemicals-related risks are often 

difficult to identify due to significant data and disclosure gaps, and why hazardous 

chemicals should be considered a cross-sector portfolio issue rather than a niche 

environmental concern. 

7. Finally, it outlines practical actions financial institutions can take to strengthen the 

management of hazardous chemical risks across lending, investment and insurance 

portfolios. It presents approaches for identifying priority sectors and portfolio hotspots, 

building internal capabilities, strengthening due diligence and client or investee 

engagement, managing portfolio exposure, and collaborating with stakeholders. The 

section also highlights emerging tools, frameworks and case studies that illustrate how 

leading financial institutions are beginning to integrate chemicals and waste 

considerations into risk management, decision-making and transition strategies. 
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8. This briefing connects to the GFC implementation programme's other cross-cutting 

workstreams, including those on Identification of Priority Chemicals of Concern, Chemical 

Footprint Approaches, Transparency, Traceability and Disclosure along value chains, and 

Reporting Standards and Frameworks whose outputs can inform and shape the priority 

substances, metrics, and disclosure standards available to financial institutions. It is the 

first of a two-part series of briefing notes, the second being on the topic of Safer 

Alternatives (GFC, 2026b). 

A.  What makes a chemical hazardous 

9. Hazardous chemicals are a diverse range of substances capable of causing acute or 

chronic harm to human health, posing severe physical risks such as fires or explosions, 

and inflicting long-term damage on ecosystems if improperly managed. Managing 

hazardous chemicals is, above all, an identification and targeting problem: the priority is 

to identify and act on the substances that carry most of the harm. 

10. A definition, not a fixed list: The definition of hazardous chemicals is not static; it is 

a dynamic designation shaped by evolving scientific evidence, regulatory developments, 

and international agreements. In regulatory and occupational-health use, the term 

describes substances whose intrinsic properties can harm human health or the 

environment. The Global Framework on Chemicals (GFC) adopts a definition-by-

reference approach, anchoring the term to established international agreements and 

systems such as the Basel, Rotterdam and Stockholm (BRS) Conventions (UNITAR, n.d.), 

for waste, trade and persistent pollutants; the Globally Harmonized System of 

Classification and Labelling of Chemicals (GHS) for hazard classification (UNECE, 2025); 

and the Food and Agriculture Organization (FAO)/World Health Organisation (WHO) 

criteria for Highly Hazardous Pesticides (HHPs) (FAO, n.d.). 

11. Hazard is not the same as risk: Hazard is a property of the substance itself, not of 

any particular pollution event. Risk is a function of both the intrinsic hazard of a substance 

and the exposure to it: Risk = f (Hazard, Exposure, Vulnerability) (IPCC, 2012). Hazard 

refers to the intrinsic properties of a chemical, for example toxicity, persistence, and 

bioaccumulation, while exposure reflects the extent, concentration, duration, and 

frequency of contact. Vulnerability captures the differing susceptibility of people and 

ecosystems to harm from the same level of exposure. A substance with hazardous 

properties may present limited risk under controlled conditions and significant risk where 

exposure is widespread, frequent, prolonged, or poorly managed in the presence of 

vulnerable organisms.  
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12. For financial institutions the implication is practical: chemical risk depends not 

only on which substances a client or investee company uses, but on how they are 

produced, used, released, and managed, and on who or what is exposed. This supports 

a more informed assessment of chemicals-related risks by considering both intrinsic 

hazards and exposure pathways. 

13. The same hazards, different regulatory definitions across jurisdictions: This 

variability is a real challenge for a financial institution assessing portfolio exposure: a 

chemical classified as of concern in one region may not be flagged in another. 

• 14. Substances of Very High Concern (SVHC): a formal legal designation under 
the EU REACH Regulation (EC No 1907/2006) covering carcinogenic, mutagenic, 
reprotoxic (CMRs) substances; persistent, bioaccumulative and toxic (PBTs), and 
very persistent and very bioaccumulative (vPvB) substances and substances of 
equivalent concern such as endocrine disruptors. Inclusion on the Substance of 
Very High Concern (SVHC) Candidate List creates immediate legal obligations in 
terms of supply chain communication. (ECHA, n.d.) 

• 15. Chemicals of High Concern (CoHC): used mainly by US state jurisdictions 
to identify chemicals to which children or vulnerable populations may be exposed, 
often triggering mandatory reporting requirements for manufacturers. In the 
corporate metrics literature, the equivalent construct is any carcinogen, mutagen 
or reproductive toxicant, any Persistent, Bioaccumulative and Toxic (PBT) 
substance, or any substance with evidence of probable serious effects at an 
equivalent level of concern (Clean Production Action, 2024). 

• 16. Chemicals or Substances of Concern: The Strategic Approach to 
International Chemicals Management (SAICM) identified eight issues of concern 
(chemicals in products, endocrine-disrupting chemicals, environmentally 
persistent pharmaceutical pollutants, hazardous substances in 
electricals/electronics, Highly Hazardous Pesticides (HHPs), lead in paint, 
nanomaterials, Per- and polyfluoroalkyl substances (PFAS), which UNEP's 2020 
assessment tracked as the specific problem groups the international community 
had already flagged before the GFC's adoption (UNEP, 2020). Other regulatory 
frameworks provide complementary approaches for identifying substances of 
concern. For example, the EU Ecodesign for Sustainable Products Regulation 
(ESPR) (Regulation (EU) 2024/1781) (European Union, 2024) refers to 
substances of very high concern (SVHCs) identified under REACH, as well as 
substances falling within specified hazard classes that are largely aligned with the 
Globally Harmonized System of Classification and Labelling of Chemicals (GHS). 
These include substances that are persistent, mobile and toxic (PMT) or very 
persistent and very mobile (vPvM); cause respiratory or skin sensitisation; are 
chronically hazardous to the aquatic environment or hazardous to the ozone layer; 
or cause specific target organ toxicity following repeated (STOT-RE) or single 
(STOT-SE) exposure. The ESPR definition also covers endocrine-disrupting 
substances, distinguishing between endocrine disruption for human health and for 
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the environment. These categories can therefore provide a complementary 
reference for identifying substances of concern. The GFC does not define 
"chemicals of concern" as a single fixed category with a formal legal definition of 
its own within the instrument text. Instead, the GFC defines a process to nominate, 
select and adopt issues of concern. 

17. The term chemicals of concern appears under Target D6 (Objective D - safer 

alternatives): "By 2030, sustainable chemical and waste management strategies 

have been developed and implemented for major economic and industry sectors 

that identify priority chemicals of concern and establish standards and measures, 

such as the chemical footprint approach, to reduce their impact and, where feasible, 

their input along the value chain" (UNEP, 2023a). So, the GFC treats "chemicals 

of concern" as a sector-by-sector identification exercise, not a single global list, 

delegating the actual criteria to measurement approaches it names alongside the 

target — for example, the chemical footprint approach. 

18. To support implementation of Target D6 and related GFC targets, dedicated 

workstreams on Priority Chemicals of Concern and Chemical Footprint 

Approaches have been established under the GFC Implementation Programme.  

19. The workstream on Priority Chemicals of Concern (CoCs) aims to strengthen 

global understanding, alignment and action on hazardous chemicals through 

improved knowledge, guidance and cooperation. Building on initial scoping 

discussions, the next phase will focus on generating a consolidated mapping of 

existing regulatory and voluntary approaches that identify, prioritize, and list CoCs. 

Drawing on this mapping and its analysis, the workstream will develop elements 

of guidance on the identification of priority CoCs. 

20. The Chemical Footprint Approaches workstream aims to advance a common 

understanding of chemical footprint approaches by harmonizing terminology, 

developing guidance, and promoting voluntary industry commitments. By building 

on existing scientific and industry initiatives, it seeks to improve transparency, 

comparability, and the consistent application of chemical footprint approaches to 

identify, measure and reduce the impacts of chemicals of concern across value 

chains. The Chemical Footprint Approaches workstream developed a terminology 

and methodological framework intended to inform the GFC first International 

Conference, while laying the foundation for a future international standard (GFC, 

2026a). 
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Box 1 - Target A7 and the specific case of HHPs: 

Pesticides and specifically Highly Hazardous Pesticides (HHPs) are arguably unique in that they 

are deliberately introduced into the environment. The GFC gives HHPs specific attention under 

Target A7, which calls for stakeholders, by 2035, to take effective measures to phase out HHPs 

in agriculture where risks have not been managed and where safer and affordable alternatives 

are available, while promoting the transition to and availability of those alternatives. (UNEP, 

2023a) 

Identifying which pesticides constitute HHPs is therefore important for implementing Target A7. 

The joint FAO/WHO framework uses eight criteria for HHP identification, encompassing both 

acute and chronic hazards to human health and the environment. One of these criteria draws on 

the WHO Recommended Classification of Pesticides by Hazard, which classifies pesticide active 

ingredients principally according to acute toxicity, expressed as the oral and dermal median lethal 

dose (LD50) in rats. The classification ranges from Class Ia (extremely hazardous) to Class U 

(unlikely to present acute hazard), using the more conservative of the oral and dermal values 

(WHO, 2020). 

WHO class Hazard Oral LD50 (rat, mg/kg) Dermal LD50 

Ia Extremely hazardous < 5 < 50 

Ib Highly hazardous 5–50 50–200 

II Moderately hazardous 50–2000 200–2000 

III Slightly hazardous > 2000 > 2000 

U Unlikely to present acute hazard ≥ 5000 — 

Complementary approaches have consequently emerged to support HHP identification. The 

Pesticide Action Network (PAN) International HHP List applies a broader set of hazard criteria 

and provides a regularly updated list of pesticide active ingredients identified as highly 

hazardous. The list is intended as a decision-support tool for stakeholders developing pesticide 

policies, restricted or prohibited lists, and priorities for pesticide risk reduction. It therefore 

provides a complementary reference for stakeholders seeking to identify and reduce HHP use, 

while remaining distinct from the official FAO/WHO criteria and national regulatory 

classifications. 

A relatively small proportion of all pesticides are highly hazardous, so removing a small fraction 

of active ingredients could eliminate most pesticide-related health and environmental harm 

(UNEP, 2023b). Across 625 pesticides, roughly 20 active ingredients per country account for 

more than 90% of national applied toxicity (Wolfram et al. 2026). 
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The GEF-funded Financing Agrochemical Reduction and Management (FARM) 

Programme provides an example of how the transition towards safer alternatives can be 

supported in practice (GEF FARM, n.d.). FARM aims to reduce pollution from harmful pesticides 

and agricultural plastics in agrifood value chains by promoting safer alternatives, strengthening 

enabling environments and mobilising finance. Its finance component, supported by UNEP FI, 

engages financial institutions to strengthen the integration of pollution-related risks, impacts and 

opportunities into agricultural finance assessments and decision-making. By supporting the 

identification of financing needs and the development of appropriate financial solutions, FARM 

illustrates how financial institutions can contribute to the transition envisaged under GFC Target 

A7 (UNEP FI, 2025). 

 

The 'known unknowns' problem 

21. As new substances are synthesised and as understanding of toxicity, environmental 

impacts, and exposure pathways improves, the boundary of what is considered 

hazardous continues to expand. For financial institutions, this implies that risk extends 

beyond currently regulated substances to those that may be reclassified or newly 

identified as harmful over time, thus creating a “known unknowns” problem.  

22. Chemicals once considered safe have repeatedly turned out to carry hidden 

costs: from asbestos to leaded fuel. Per- and polyfluoroalkyl substances (PFAS) are 

today's example: a family of thousands of persistent chemicals once valued for non-stick 

coatings, waterproofing, and firefighting foams, now facing the proposed EU universal 

restriction under Registration, Evaluation, Authorisation and Restriction of Chemicals 

(REACH) (ECHA, 2025) alongside tightening drinking-water limits and national plans 

such as in the United States, United Kingdom, and elsewhere. What counts as hazardous 

can shift quickly as evidence accumulates.  

23. A second dimension of the problem is regrettable substitution: replacing a restricted 

chemical with a structurally or functionally similar alternative that later proves to have 

comparable hazards. The recurring examples are bisphenol A (BPA) being replaced by 

structurally similar bisphenol S (BPS) and bisphenol F (BPF), long-chain PFAS being 

replaced by short-chain variants with similar persistence (Rochester and Bolden, 2015), 

and parathion being replaced by chlorpyrifos, one organophosphate HHP by another 

(OECD, 2021). 
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24. For financial institutions, this means that chemical risk assessment could extend 

beyond current regulatory lists to consider emerging scientific evidence, chemicals under 

regulatory scrutiny, similar substance groups, relevant uses, value-chain exposure 

pathways, and potential future liabilities. This is particularly important given evidence that 

the planetary boundary for the introduction of novel entities has already been exceeded, 

as the production and release of synthetic chemicals outpace the global capacity to 

assess, monitor, and manage them (Persson, L. et al., 2022). 

Hazardous chemicals in the international policy landscape: GFC’s focus 

25. The Global Framework on Chemicals (GFC) is part of a broader international 

architecture focused on preventing and reducing risks and adverse impacts from 

hazardous chemicals and waste across their life cycle, from production and use through 

to end-of-life and disposal. This architecture comprises legally binding conventions, 

voluntary frameworks, and international standards that collectively address different 

sources, stages and dimensions of chemical and waste-related risks. The GFC 

complements these instruments by providing a broader, life cycle-oriented framework for 

sound chemicals and waste management, with an emphasis on preventing or, where 

prevention is not feasible, minimizing harm to human health and the environment. 

26. Global chemicals governance is anchored by international agreements and standards 

such as the Basel, Rotterdam, and Stockholm (BRS) Conventions (UNITAR, n.d.), the 

Minamata Convention on Mercury (UNEP, n.d.a), the Globally Harmonized System 

(GHS) (UNECE, 2025) for chemical classification and labelling, and ILO Conventions 155, 

170, and 187 (ILO, n.d.), which together provide the international framework for managing 

hazardous chemicals, waste, and occupational chemical safety. Chemical pollution is also 

increasingly integrated into broader environmental frameworks. The Kunming-Montreal 

Global Biodiversity Framework (CBD, 2022a) identifies pollution as a key driver of 

biodiversity loss, with Target 7 (CBD, 2022b) calling for a 50% reduction in risks from 

pesticides and highly hazardous chemicals by 2030, reinforcing the links between 

chemicals management, biodiversity, climate, human health, and sustainable 

development. A new Intergovernmental Science Policy Panel (ISP-CWP) has also been 

established in June 2025 to address chemicals, waste and pollution, complementing the 

international landscape with a science-policy perspective, alongside the 

Intergovernmental Science-Policy Platform on Biodiversity and Ecosystem Services 

(IPBES) and the Intergovernmental Panel on Climate Change (IPCC) (UNEP, 2026). 

27. Beyond chemical governance, the international policy landscape increasingly 

recognizes the interconnectedness of multiple planetary boundaries. Water security 

frameworks address freshwater depletion and pollution linked to chemical runoff. Nutrient 
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cycling, particularly nitrogen (N) and phosphorus (P) management, remains a critical but 

evolving policy area. While there is currently no binding international framework 

specifically addressing nutrient pollution, international initiatives are advancing greater 

coordination and action. These include UNEP’s Global Partnership on Nutrient 

Management (GPNM) (UNEP, n.d.b), a global platform bringing together governments, 

research institutions, the private sector and other stakeholders to promote more 

sustainable nutrient management, and United Nations Environment Assembly (UNEA) 

Resolution 4/14 on Sustainable Nitrogen Management (UNEA, 2019), which recognized 

the need for coordinated action on nitrogen and encouraged the sharing of information, 

knowledge and good practices. Together, these initiatives represent important steps 

towards strengthening the international policy response to nutrient pollution, given its 

fundamental importance to soil health, water quality and aquatic ecosystem integrity. 

28. The extraction of rare earth metals and critical minerals remains fragmented across 

voluntary standards, while fossil fuel energy sources continue to dominate global policy 

despite climate commitments. These resource-related challenges intersect with 

chemicals management, as mining operations, fossil fuel extraction, and industrial 

processing generate significant chemical pollution and environmental degradation. The 

transition toward circular economy models demands integrated policy approaches that 

address chemicals, water, nutrient cycles, critical minerals, and energy sources as 

interconnected systems rather than isolated domains. 

29. Within this landscape, the GFC serves as the overarching voluntary multi-stakeholder 

framework for chemicals and waste beyond 2020. Several of its 28 targets bear directly 

on financial institutions. Target D3 asks the private sector, including the finance sector, 

to integrate sound chemicals management into business models and reporting standards 

by 2030 — the clearest international expectation linking chemicals governance to finance. 

Target E3 calls for mobilising finance, including through blended-finance schemes, for 

sound management, in alignment with GFC targets. Target D6 calls for sustainable 

chemical and waste management strategies across major economic and industry sectors 

by 2030, including chemical-footprint approaches to reduce impacts along value chains. 

Together, these targets reflect growing global expectations for stronger disclosure, risk 

management, and transition away from harmful chemicals. 
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B.  Why are hazardous chemicals important to manage 
and monitor 

30. Hazardous chemicals enter air, water, and soil from many sources, including industrial 

processes, manufacturing, mining, and consumer products, not agriculture alone. For 

financial institutions, this pollution creates exposure across lending, investment, and 

insurance portfolios: contaminated sites lose value, polluting borrowers face cleanup 

costs and liability claims, and regulatory tightening can strand assets or disrupt operations. 

These risks sit within credit, market, and reputational exposure across a wide range of 

sectors, making chemical pollution a material consideration for financial institutions 

generally, not a niche or sector-specific concern. 

Chemicals across the value chain: where hazards emerge 

31. Hazardous chemicals can have negative impacts and create risks across the entire 

life cycle of materials and products from extraction and synthesis, through manufacturing 

and use, to disposal and circular recovery. Understanding where these hazards emerge 

is critical for financial institutions assessing exposure. 

32. Extraction and primary production generate emissions, hazardous waste, and 

occupational exposure, with contamination that can persist in soil and groundwater for 

decades. Manufacturing and processing involve the use of hazardous chemicals such as 

solvents, catalysts, plasticizers, and flame retardants, which can expose workers and 

surrounding communities through emissions, wastewater, and spills, while supply chain 

complexity can obscure these risks. During product use, chemicals such as PFAS, 

phthalates, flame retardants, and pesticide residues may leach into food, water, and 

indoor environments, creating widespread human exposure and reputational risks. 

33. End-of-life management—including landfilling, incineration, and informal recycling—

can create new exposure pathways and, if not well designed, circular economy models 

may unintentionally recirculate hazardous substances into secondary supply chains. 

Persistent chemicals, including PFAS, persistent organic pollutants (POPs), and heavy 

metals, can remain in the environment for decades, bioaccumulate in food chains, and 

create long-tail environmental and financial liabilities. Consequently, financial institutions 

may face exposure across the entire value chain through clients, supply chains, 

contaminated collateral, and legacy liabilities, underscoring the importance of designing 

out hazardous chemicals and ensuring their sound management throughout the product 

life cycle. 
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Double materiality and transmission channels 

34. Despite these risks, the production and consumption of hazardous substances is 

substantial. In 2024, approximately 172 million tonnes of chemicals classified as 

hazardous to human health were produced in the European Union (Eurostat, 2025).  

While this represents a 16% decline compared with 2014, the scale of production remains 

significant. The continued production and use of hazardous chemicals at such volumes, 

and the associated potential for exposure and pollution across their life cycle highlight the 

systemic economic and societal risks associated with hazardous chemicals. The market 

and non-market costs of chemical-pollution inaction could be as high as 10% of global 

GDP (Grandjean and Bellanger, 2017, cited in UNEP, 2019). 

35. Pollution not only negatively affects the environment and human health but can also 

have financial implications for the polluting organisation itself. A double materiality 

assessment can help assess these impacts and also help to define which pollution-related 

information is relevant to disclose (European Commission, 2026). Double materiality 

helps organisations determine the sustainability-related information to be disclosed from 

two complementary perspectives: (i) the actual or potential impacts of the organisation on 

people and the environment, including over the long-term (impact materiality), and (ii) 

the effects that sustainability-related risks and opportunities may have on, among others, 

the organisation’s financial position, including over the long-term (financial materiality). 

A sustainability matter is considered material if it is material from either perspective or 

from both.  For certain investors, long-term impacts can be particularly decision-useful in 

understanding and evaluating systemic risks across the economy. In the context of 

pollution, this could mean that cumulative impacts over time can be assessed as material, 

even if in the short term they may not be deemed as such.  

36. Companies and financial institutions are exposed to pollution-related risks, including 

those associated with hazardous chemicals, through two main routes. Physical risks 

arise from adverse impacts on human health, ecosystems and the services they provide, 

resulting in higher healthcare costs, reduced labour productivity, disrupted supply chains 

and declining ecosystem resilience. Transition risks arise from misalignment with 

evolving regulation and policy, legal precedent, technological change, and shifting 

investor and consumer preferences in response to pollution and hazardous chemicals. 

These sources transmit through economic effects, at the level of individual businesses 

and the wider economy, into the established categories of financial risk: credit, market, 

underwriting, operational, and liquidity. The relationship is endogenous: through the 

activities they finance, financial institutions contribute to the build-up of the nature-related 

risk they later carry (TNFD, 2025). 
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37. Transmission channels often reinforce and accelerate one another: Once a 

substance becomes a “hot topic”, whether through scientific reclassification, media 

attention, regulatory review, or heightened consumer concern, a ratcheting dynamic can 

emerge. Consumer awareness can drive regulatory action; regulation can trigger 

litigation; litigation and media coverage can further intensify public concern and investor 

pressure, which in turn can accelerate additional regulatory tightening and market 

responses. For financial institutions, this compounding effect means that pollution and 

chemicals-related risks can materialise more rapidly and systemically than conventional 

risk assessment frameworks may anticipate. 

Regulatory tightening 

38. One of the most immediate transmission channels is regulatory and compliance 

risk. Governments are progressively tightening restrictions on hazardous substances, 

strengthening corporate disclosure requirements, lowering allowable exposure thresholds, 

and introducing remediation obligations on companies, driven by concerns about both the 

environmental and human health impacts. This increases companies’ compliance costs, 

disrupts existing business models, reduces asset values, and accelerates transition 

pressures across high-impact sectors. Chemicals previously considered commercially 

acceptable may become restricted or phased out over relatively short timeframes, 

creating stranded asset and transition risk exposures for financial institutions. For 

example, evolving restrictions on PFAS in jurisdictions such as the EU illustrate how 

Physical risk arises where pollution degrades the ecosystem services that businesses 

depend on : Contamination of soil and water, the decline of pollinators, and the loss of natural 

capital can reduce agricultural yields, raise input and remediation costs, and constrain the 

productive capacity of the sectors banks finance. Unlike transition risk, which stems from the 

response to degradation, physical risk materialises from the degradation itself, and can 

accumulate gradually before manifesting as sudden loss once an ecological threshold is 

crossed. For financial institutions, these effects transmit through weakening borrower cash 

flows, impaired collateral in affected regions, and concentrated exposures where portfolios 

depend on a shared and deteriorating resource base. 

Human health impact is one of the significant consequences of hazardous chemicals 

exposure. Globally, 2 million lives and 53 million disability-adjusted life years (DALYs) were 

lost in 2019 due to exposure to selected chemicals (WHO, 2023). Exposure can occur 

throughout the life cycle of chemicals, through occupational settings, consumer products, 

food, drinking water and environmental contamination and it has been linked to cancers, 

respiratory and cardiovascular diseases, neurological disorders, reproductive and 

developmental effects, allergies, and endocrine disruption. These impacts impose substantial 

social and economic costs through increased healthcare expenditure, reduced labour 

productivity and broader pressures on public health systems. 
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regulatory changes can create substitution, compliance and transition costs for 

companies using hazardous substances. 

39. Chemicals regulation is tightening globally. There is increasing convergence 

toward stricter controls, enhanced disclosure requirements, and life cycle-based 

approaches to chemicals management. In the EU, REACH (European Commission, n.d.) 

continues to regulate chemical substances, while the revised European Sustainability 

Reporting Standards (ESRS), including ESRS E2 on Pollution (European Commission, 

2026), retain targeted disclosure requirements for substances of concern and substances 

of very high concern, subject to materiality assessments, applicability criteria and 

transitional reliefs. The GRI Standards (GRI, n.d.), widely used internationally and 

currently being updated, also address aspects of chemicals-related pollution through for 

instance disclosures on water and effluents (GRI 303) and waste (GRI 306). In the United 

States, the Toxic Substances Control Act (US EPA, n.d.) is enhancing EPA authority to 

assess and regulate chemicals, while China (Ministry of Ecology and Environment, 2023) 

and Japan (Government of Japan, 1973, as amended) are strengthening hazardous 

chemicals regulation, including controls on PFAS. More broadly, countries are 

increasingly aligning with Globally Harmonized System of Classification and Labelling of 

Chemicals (GHS) and REACH-inspired approaches, raising compliance expectations 

across global value chains. 

40. Once a substance is restricted in a major jurisdiction, trade pressures and supply 

chain requirements may influence how companies operating globally manage the 

substance across their operations. Companies operating globally may increasingly align 

with the strictest applicable standards rather than maintain different systems across 

markets. At the same time, regulatory progression is not always linear. Factors such as 

political priorities and competitiveness concerns can delay or reshape reforms resulting 

in divergent regulatory requirements across jurisdictions. Such divergence can itself 

create financial risks for companies and financial institutions, including through restricted 

market access, stranded products and increased compliance complexity. It also 

underscores the importance of voluntary chemicals-related disclosure and risk 

management, particularly where mandatory requirements are limited or scaled back.  

41. For financial institutions, the key issue is therefore not only whether clients or 

investees comply with current regulations, but whether their business models are resilient 

to future regulatory harmonisation and tightening. Regulatory uncertainty itself can 

become a material risk factor, particularly for sectors dependent on substances under 

scientific or regulatory scrutiny. Regulatory uncertainty can impact the future compliance 

landscape and slow progression towards more stringent environmental and social 

safeguards (CIEL, 2025). 
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Litigation as a leading indicator 

42. A second transmission channel is litigation and liability risk. Pollution can create 

substantial liabilities, remediation obligations, and legal costs for corporates and their 

financiers. High-profile examples such as PFAS demonstrate how scientific evidence, 

regulatory scrutiny, and litigation can rapidly converge, generating significant financial 

consequences across value chains. In practice, litigation often follows emerging scientific 

evidence, while regulation tends to take longer to take effect compared to scientific and 

market perception.  

43. Growing scientific concern regarding persistence, contamination, and potential health 

impacts of PFAS led to increasing public scrutiny and legal claims against manufacturers 

years before comprehensive regulatory action emerged across many jurisdictions and 

resulted in multibillion-dollar settlements linked to drinking water contamination and 

remediation obligations (Wotton Kearney, 2025). Similarly, glyphosate-related litigation 

accelerated following scientific assessments by the International Agency for Research on 

Cancer classifying glyphosate as “probably carcinogenic to humans,” despite continued 

scientific and regulatory debate globally regarding causality and acceptable exposure 

levels (Portier, C.J. et al., 2016). Litigation and market impacts emerged even in the 

absence of fully harmonised international regulatory positions. 

44. For banks, these risks may materialise through deteriorating borrower credit quality, 

declining collateral values, insurance losses, or broader portfolio instability.  These 

developments are also reshaping insurance markets, with some insurers tightening 

underwriting standards, restricting coverage, or introducing exclusions for PFAS-related 

liabilities as claims uncertainty and potential losses increase. Similar considerations are 

emerging in investment portfolios; for example, some asset managers have introduced 

exclusions for companies with significant exposure to hazardous chemicals or pesticides, 

while others are using engagement to encourage companies to phase out substances 

such as PFAS. 

45. These liabilities take several forms, and each reaches a financier by a different route: 

• 46. Product and personal-injury (mass-tort) claims — such as the glyphosate 
litigation, which reached around US$11 billion across nearly 100,000 lawsuits 
(Lawsuit Information Center, n.d.)  erode a borrower's earnings and solvency, and 
with them its credit quality; for investors they affect share prices, litigation reserves, 
and directors' and officers' insurance cover. 

• 47. Environmental and remediation liability — the duty to investigate and clean 
up contaminated sites, as with PFAS, can create substantial, long-tailed financial 
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obligations that reduce borrowers' repayment capacity and depress the value of 
contaminated land held as collateral. In the United States, 3M agreed to a 
settlement of up to US$12.5 billion to resolve PFAS contamination claims brought 
by public water suppliers (3M Company, 2024), while the U.S. Department of 
Defense estimates that PFAS investigation and cleanup at military installations 
alone will exceed US$9.3 billion, with costs expected to continue rising as 
contamination is further characterised (GAO, 2025). Under regimes such as the 
United States' CERCLA, a lender that takes ownership of or helps manage a 
contaminated site may itself incur clean-up liability, while acquirers and their 
financiers can inherit exposure through successor liability (US EPA, 2023). 

• 48. Securities and disclosure liability — alleged misstatement or non-disclosure 
of chemical risks — adds a route through shareholder claims and regulator action. 
For example, Johnson & Johnson has faced securities class action litigation 
alleging that it failed to adequately disclose alleged asbestos contamination risks 
associated with its talc products, resulting in investor claims under U.S. federal 
securities laws (Johnson & Johnson, 2025). 

49. Clearly science does not need to be universally “settled” for litigation risk to materialise. 

Perception of harm, whether driven by emerging studies, media attention, advocacy 

campaigns, or consumer concern, can itself generate substantial financial and 

reputational exposure. Once public concern intensifies, litigation can accelerate rapidly, 

prompting investor scrutiny, regulatory reviews, remediation requirements, and shifts in 

consumer and market behaviour. For financial institutions, this means that reliance solely 

on current regulatory classifications may underestimate risk exposure, particularly for 

substances already under scientific scrutiny or public debate. 

50. Litigation functions as an early warning signal of potential transition, liability, and 

reputational risks across portfolios. Monitoring emerging scientific evidence, litigation 

trends, and societal concern may become as important as tracking formal regulatory 

developments, particularly in sectors with high exposure to hazardous chemicals and 

pollution-intensive activities. 

Market and reputational risks 

51. Hazardous chemicals also create market and reputational risks, particularly as 

consumer awareness and civil society scrutiny increase. Public concern regarding 

chemicals in food systems, textiles, cosmetics, packaging, electronics, plastics, and 

consumer products can rapidly alter consumer demand, investor sentiment, and supply 

chain relationships. Recent U.S. research found that more than 70% of adults are 

concerned about exposure to harmful chemicals in food and drinking water, while 83% 

want companies to provide more information about chemicals in their products (The Pew 
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Charitable Trusts, 2026). Broader global research also points to changing purchasing 

preferences: an Accenture survey of 6,000 consumers across 11 countries found that 

72% were buying more environmentally friendly products than five years earlier, while 

81% expected to increase such purchases over the following five years (Accenture, 2019). 

These shifts can create market and reputational risks for companies that fail to respond 

to changing consumer expectations, while creating opportunities for those investing in 

safer and more sustainable products and alternatives. Increasing public attention can 

accelerate policy action and shift expectations around corporate transparency, pollution 

reduction, and safer alternatives. 

52. Reputational damage can result in market responses, particularly for consumer-facing 

goods, where a single contamination finding can trigger product recalls and rapid loss of 

consumer trust. High-profile cases illustrate how these concerns can translate into 

financial consequences: litigation and public scrutiny surrounding Johnson & Johnson’s 

talc-based baby powder (Johnson & Johnson, 2026) contributed to extensive legal costs 

and the eventual discontinuation of talc-based baby powder globally, demonstrating how 

concerns over chemicals in widely used consumer products can develop into 

interconnected reputational, legal and market risks. Financial institutions could also 

consider a less visible pathway: chemicals used far upstream, in industrial processing, 

textile manufacture, or packaging, can persist through the value chain and surface as a 

residual contaminant in a finished consumer product or the environment, long after the 

original producer's involvement. Banks financing producers of hazardous and persistent 

chemicals can carry this reputational exposure even without a direct relationship to the 

consumer-facing brand ultimately affected. 

53. Investor coalitions have already moved from concern to organised pressure. The 

Investor Initiative on Hazardous Chemicals, coordinated by ChemSec and representing 

over 80 institutional investors with more than US$23 trillion under management or advice, 

has asked the world's largest chemical producers to disclose their exposure to hazardous 

substances, publish time-bound phase-out plans for persistent chemicals, and invest in 

safer alternatives (ChemSec, 2024b). The Chemical Footprint Project, backed by investor 

signatories holding over US$3 trillion in assets under management, benchmarks 

companies annually on their progress away from chemicals of high concern (Clean 

Production Action, 2024). These initiatives illustrate how chemicals-related risks and 

companies’ management of hazardous substances are increasingly becoming 

considerations in investor engagement and assessments of portfolio companies. 
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The data gap: why is chemical risk hard to see? 

54. A major challenge for financial institutions is that chemicals-related risks remain 

difficult to identify, quantify, and monitor consistently across portfolios. In many cases, 

financial institutions are currently not able to assess hazardous chemical exposure 

adequately due to significant gaps in data availability, disclosure, and scientific “certainty”. 

55. Limited corporate disclosure, across the entire value chains, regarding chemical 

use, emissions, waste streams, and downstream impacts is a major barrier. Chemicals-

related information remains fragmented, inconsistent, and often commercially sensitive. 

Existing reporting systems vary significantly across jurisdictions, while many chemicals 

are embedded deep within complex global supply chains with limited traceability. As a 

result, financial institutions often lack sufficient information to understand where 

hazardous chemicals are being produced, used, emitted, or accumulated within clients, 

investee companies and their value chains. 

56. The complexity and scale of the challenge is substantial: There are more than 

350,000 chemicals and mixtures registered for production and use worldwide — including 

tens of thousands whose composition is confidential or only ambiguously described 

(Wang, Z. et al., 2020). This is far larger than the number ever assessed, but far smaller 

than the CAS Registry's more than 200 million recorded substances, most of which have 

never been produced commercially and do not represent chemicals in commerce. 

National inventories also under-represent much of South America, Africa, and Asia, 

primarily due to limited public reporting requirements and lack of comprehensive national 

chemical inventory databases. In Europe, about 26,600 substances are registered under 

EU REACH, while the European Pollutant Release and Transfer Register requires 

reporting on 91 pollutants (Regulation (EC) No 166/2006) (European Union, 2006). The 

gap between what is in commerce and what is assessed or disclosed is the core problem 

for financial institutions1 (Planet Tracker, n.d.). 

57. Data gaps create a structural challenge for effective risk management: 

Traditional environmental and social risk assessment frameworks are often not designed 

to capture diffuse, long-tail, and evolving chemicals-related risks across portfolios. Even 

where chemicals-related reporting exists, available metrics may not provide the 

granularity needed for portfolio-level risk assessment. For example, ESRS E2 includes 

quantitative disclosures on pollutants and substances of concern, but such reporting may 
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not provide sufficiently granular information on chemical exposure and management 

across complex value chains; meanwhile, the ISSB standards do not currently prescribe 

a dedicated cross-industry metric for hazardous-chemical exposure. Worker exposure to 

hazardous chemicals may also be addressed through sustainability reporting frameworks, 

including ESRS S2 on workers in the value chain and relevant industry-specific SASB 

Standards, which cover aspects of workforce health and safety and hazardous 

substances management. These disclosures can provide financial institutions with 

insights into how clients or investee companies identify and manage chemicals-related 

risks, although the availability and granularity of such information vary across sectors and 

reporting frameworks. Improving chemical hazard assessment transparency, disclosure, 

traceability, and access to decision-useful data will therefore be critical to strengthening 

portfolio-level understanding of hazardous chemical exposure and future financial risk. 

 

C.  How financial institutions can respond 

58. Before targeting specific interventions, financial institutions need a clear view of where 

chemical and pollution impacts and risks sit across their portfolios. This starts with 

sectoral and portfolio-level mapping: overlaying lending and investment exposure against 

sectors and geographies with elevated chemical intensity — e.g. agriculture, chemicals 

manufacturing, mining, textiles, some consumer goods categories, and related value 

chains — to locate hotspots of both environmental and human health impact and financial 

materiality. 

Impact mapping 

59. Portfolio-level tools such as UNEP FI's Portfolio Impact Analysis Tools (UNEP FI, 

2023), ENCORE (UNEP FI, 2022), and comparable sector-risk datasets can help 

institutions to translate broad exposure into a structured baseline: which clients or 

investees and sub-portfolios carry the highest impact intensity, where regulatory or 

reputational exposure is rising fastest, and where data gaps are most acute. For 

hazardous chemicals specifically, these tools have a material limitation: they operate at 

sector or sub-industry resolution rather than the individual client or asset, and their 

pollutant coverage, soil and water pollutants in particular, is not yet exhaustive, which can 

make chemical-intensive exposure look lower risk than it is (Grönlund & Bhattacharjee, 

2025). Used alone, they can serve as a first-pass screen, not a chemicals-specific risk 

measure. 
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60. More targeted tools exist to close that gap once a hotspot sector or geography is 

identified. The OECD's harmonised PRTR pollutant lists give facility-level reporting a 

common reference point, including a class of 260 plant-protection and biocide active 

substances (OECD, 2022). Chemical footprinting approaches can then be applied at 

client or investee level to benchmark chemicals-management performance and impact 

once a hotspot sector and geography is identified (Bjørn et al., 2014). Where more 

granular assessments are required, sector- and chemical-specific toxicity-weighted 

metrics can further refine exposure and impact assessments. For example, the 

Aggregated Total Applied Toxicity (ATAT) indicator, adopted as the official indicator for 

GBF Target 7 (Wolfram, J. et al., 2026), converts raw chemical application volumes into 

hazard-weighted measures, enabling institutions to distinguish between chemicals based 

on their relative potential to cause harm rather than volume alone. 

61. These mapping exercises are a targeting device, signalling to an institution where to 

concentrate due diligence, engagement, and product development, and where risk is 

diffuse enough that portfolio-wide policy measures are more efficient than client-by-client 

review. The output can be a prioritised set of sectors and clients or investees for deeper 

assessment, feeding directly into activities such as capability-building and due-diligence 

described below. Similar processes are used by investment management firms to identify 

individual company, fund and overall portfolio risk exposures. 

Build internal capabilities 

62. Managing chemical risk means more than removing hazardous substances. For many 

clients or investee companies the nearer-term priority is sound management — safe 

handling, storage and disposal, worker health and safety, and the management systems 

that control exposure consistent with the ILO occupational-safety and chemicals 

conventions (ILO 155, 170 and 187). A financial institution can look at both dimensions: 

whether a client or investee company is reducing its reliance on hazardous chemicals, 

and how well it manages those it continues to use. 

63. For financial institutions, integrating hazardous chemicals and waste considerations 

into risk frameworks requires a more targeted identification of chemicals-related 

exposures across portfolios. A practical starting point is mapping exposure to sectors with 

elevated chemicals- and pollution-related risks including agriculture, chemicals 

manufacturing, mining and metals, textiles, electronics, plastics, pharmaceuticals, and 

waste management, using sector proxies, client questionnaires, and third-party datasets. 

Existing environmental and social due diligence processes can be strengthened by 

incorporating questions relating to hazardous chemical use, emissions, waste streams, 
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occupational health and safety, chemical management systems, regulatory compliance, 

pollution incidents, supply chain traceability, and preparedness for emerging restrictions. 

64. Given current data limitations, institutions are unlikely to have perfect visibility into 

chemicals-related impacts and risks. As a result, building internal capabilities requires 

risk- and hazard-informed and precautionary approaches that combine available 

disclosure, sector expertise, scientific evidence, and regulatory trend analysis. Over time, 

financial institutions may increasingly need dedicated internal expertise capable of 

interpreting chemical transition risks, emerging contaminants, and evolving disclosure 

expectations. Strengthening these capabilities is therefore not only a response to current 

information gaps, but also an important step towards embedding chemicals and waste 

considerations into mainstream risk management and business decision-making. The 

Global Framework on Chemicals (GFC) Target D3 reinforces this direction by stating that 

by 2030, “the private sector, including the finance sector, incorporates sound 

management of chemicals and waste into their strategies and approaches,” reinforcing 

expectations that financial institutions progressively integrate chemicals and waste 

considerations into policies, investment strategies, and business models. 

 Supporting client or investee company transition 

65. Engaging with clients or investees provides financial institutions with a way to assess 

how they identify, manage and reduce hazardous chemical impacts and comply with 

regulatory expectations, and proactively go beyond what can be inferred from regulatory 

compliance alone. Engagement can be particularly valuable when clients are seeking 

financing or other support from a financial institution, as financing discussions can provide 

insight into the practical transition challenges companies face, the solutions they are 

pursuing and the types of financing required to implement them. Direct dialogue with 

companies may cover the use of hazardous chemicals of various types, governance and 

accountability for chemicals management, inventories of substances used across 

operations and supply chains, substitution strategies for hazardous chemicals, 

preparedness for emerging regulations, pollution prevention measures, occupational 

health and safety practices, waste and effluent management, and the robustness of 

chemical management systems. Understanding how clients or investees monitor 

chemical use, assess alternatives, manage legacy contamination and strengthen supply 

chain traceability can provide valuable insight into operational resilience and future 

transition risks, which can feed into investment or lending decisions. Across a portfolio, 

these interactions can also generate valuable market intelligence on recurring transition 

challenges, financing needs and solutions that have proved viable in practice. Financial 

institutions can leverage this client intelligence to identify common or scalable financing 
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opportunities and inform the development of transition financing strategies and financial 

products that respond to demonstrated market needs. 

66. Client or investee engagement can also help accelerate the transition towards safer 

chemicals management by encouraging better disclosure and the development of 

business models that move away from hazardous chemicals to safer solutions. Financial 

institutions can work with clients or encourage investees to establish time-bound chemical 

transition plans, improve reporting on chemical production or use, and associated 

revenues, as well as pollution from facilities, strengthen due diligence and supplier 

engagement, invest in safer substitutes, green chemistry and cleaner production 

technologies, and enhance monitoring of chemicals-related impacts and dependencies 

across value chains. As scientific evidence, regulatory expectations and litigation 

continue to evolve, ongoing engagement enables financial institutions to identify 

emerging risks at an earlier stage and support capital allocation towards business models 

that are better positioned for an increasingly stringent regulatory landscape, avoid 

litigation and associated costs, and which generate lower environmental and social 

impacts. 

Managing portfolio exposure 

67. Insights gained through sectoral and portfolio-level assessments can help financial 

institutions identify activities with elevated chemicals-related impacts and risks, 

understand clients' or investees' dependence on hazardous substances, evaluate 

transition preparedness, and assess exposure to evolving regulatory, litigation and liability 

risks. They can also help identify concentrations of exposure across sectors, geographies 

and value chains, providing a stronger basis for prioritising due diligence, client 

engagement and portfolio monitoring. These insights can inform lending, investment and 

underwriting decisions, helping institutions better price risk, identify concentrations of 

exposure, and anticipate potential stranded assets or deteriorating credit quality 

associated with hazardous chemicals. 

68. Beyond managing downside risk, portfolio composition also creates opportunities to 

direct capital towards safer and more resilient business models. Integrating chemicals 

considerations into sector strategies, transition finance frameworks and sustainable 

finance products can help align capital allocation with emerging policy objectives under 

the GFC, while supporting long-term portfolio resilience in response to tightening 

regulation, changing market expectations and growing demand for safer products and 

value chains. Over time, these insights can also support portfolio rebalancing, the 

integration of chemicals-related considerations into sector strategies and financing or 

investment decisions, and increased financing or investment for businesses adopting 
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safer alternatives, green and sustainable chemistry, pollution prevention technologies, 

resource-efficient production processes and circular solutions. 

Proactive stakeholder engagement as a risk management tool 

69. Since the category of hazardous chemicals continues to evolve alongside scientific 

understanding, regulation, and public concern, proactive stakeholder engagement may 

become one of the most important risk management tools available to financial institutions. 

Regulatory lists alone are unlikely to provide sufficient forward-looking visibility. Instead, 

institutions may increasingly need to engage with scientific bodies, regulators, standard 

setters, industry associations, civil society organisations, and technical experts to better 

understand emerging risks, evolving evidence, and likely future policy trajectories. 

70. Participation in the development of policy or disclosure frameworks, chemical footprint 

methodologies, taxonomy approaches, and sector-specific guidance can further support 

more consistent, decision-useful approaches to chemical risk assessment. In this context, 

stakeholder engagement is a mechanism for anticipating transition, liability, and 

reputational risks before they materialise financially. 

Emerging practices: what leading financial institutions are doing 

71. Beyond identifying hazardous chemicals as a risk, a growing number of financial 

institutions are acting on it, through collaborative engagement, benchmarking tools, and 

the integration of chemicals-related considerations into financing or investment policies, 

client or investee engagement and financial decision-making. A few examples of 

emerging practices (non-exhaustive) are provided below: 

72. Collaborative engagement & investor pressure: Coordinated stewardship is 

emerging as one of the most developed practices. Through ChemSec's Investor Initiative 

on Hazardous Chemicals (IIHC), more than 80 investors managing over US$23 trillion 

are engaging major chemical companies to reduce their hazardous chemical footprint, 

increase transparency on the production volumes of hazardous substances, and set time-

bound phase-out plans for persistent chemicals such as PFAS (ChemSec, 2025a). This 

type of investor pressure also extends to downstream companies. In July 2025 the 

Investor Environmental Health Network (IEHN) issued the first safer-chemical-

management recommendations directed at consumer-facing brands, grounded in more 

than 60 shareholder-resolution narratives and citing chemicals including PFAS, 

phthalates and bisphenol A as sources of reputational, legal and market risk. The IEHN 

resource also points to leading chemical-management policies and practices adopted by 

retailers and manufacturers such as Sephora, Ulta, Apple and Target (IEHN, 2025). In 
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June 2025, in the margins of the Global Framework on Chemicals process, more than 44 

investors representing over US$4 trillion, in a call coordinated by ShareAction, ChemSec, 

IEHN, Planet Tracker and others, issued parallel statements to the chemical industry and 

to governments, aligning their demands with the pollution and biodiversity goals of the 

Global Framework on Chemicals and the Kunming-Montreal Global Biodiversity 

Framework (ShareAction, 2025). 

73. Benchmarking and external data: Financial institutions increasingly use chemicals-

specific benchmarks to direct engagement and screen exposure. ChemSec's ChemScore 

ranks the world's roughly 40 largest listed chemical producers by their handling of 

hazardous substances and PFAS, allowing investors to track progress year on year and 

prioritise engagement (ChemSec, 2025b). Because generic environmental, social and 

governance disclosure is insufficient for chemicals due diligence, investors also draw on 

external providers such as MSCI, Sustainalytics and Bloomberg, whose research on 

regulatory readiness and PFAS liability feeds credit-risk models (Sustainalytics, 2023), 

and on pre-competitive hazard-data platforms including ChemFORWARD's Chemical 

Hazard Data Trust and the Chemical Footprint Project, which structure substance-level 

hazard data for portfolio use (Perrott, A., 2026), as well as USEtox, a harmonised 

scientific consensus model to quantify environmental characterisation factors for human 

toxicity and freshwater ecotoxicity within life cycle impact assessment frameworks 

(USEtox, n.d.). 

74. Risk modelling and proprietary risk tools: Some financial institutions have built 

proprietary tools that link a company's financial profile to its material risks — including 

regulatory and pollution risks — and rank exposures by financial materiality. For many 

chemical companies, pollution ranks among the most financially material risks, with 

modelled effects on assets, liabilities, revenues, expenses, and cash flow. Natural-

language processing is increasingly used to sift large volumes of unstructured data and 

surface the most decision-relevant information for these tools. 

75. Linking loan pricing to hazardous waste reduction – Bank of Beijing, Suzhou 

Branch: Suzhou provides an emerging example of how chemicals management can be 

incorporated into green and transition finance frameworks. Building on China’s Catalogue 

of Green Finance Support Projects (2025 Edition), Suzhou has prioritised financing for 

activities including the substitution of non-toxic and harmless raw materials and products, 

low-toxicity and low-residue pesticides, and pollution-control solutions for chemicals 

regulated under international conventions. In parallel, the development of a transition 

finance catalogue for the textile industry explicitly supports technologies aimed at 

reducing chemical use, including in pretreatment, printing, dyeing and finishing processes. 

This illustrates how policy frameworks, classification criteria and sector-specific transition 
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pathways can help direct financial flows towards chemical-use reduction, substitution and 

improved chemicals management at a broader market level. 

76. The Suzhou Branch of Bank of Beijing is integrating chemicals and waste 

considerations into its sustainable finance activities through green and transition lending. 

In June 2025, the bank issued a RMB 20 million (approximately US$2.8 million) 

sustainability-linked working capital loan that linked interest rate pricing to the borrower’s 

ESG performance and hazardous waste intensity, including waste from chemical 

packaging. Performance against defined and measurable KPIs was assessed through 

third-party verification, with achievement of the targets resulting in a 0.05% reduction in 

the loan interest rate. The bank has also supported transition finance for chemical 

companies: in April 2026, it facilitated a RMB 10 million (approximately US$1.4 million) 

transition finance loan for a polymer chemicals company in Suzhou, alongside a transition 

plan covering emission reduction, financing, governance and social responsibility. The 

company is projected to reduce annual carbon emissions by approximately 1,580 metric 

tonnes by 2030. For the bank, these transactions demonstrate how chemicals- and 

waste-related considerations can be incorporated into lending criteria, interest-rate 

incentives and transition-finance solutions. These examples illustrate how lending terms 

and financial incentives can be linked to improvements in hazardous waste management, 

ESG performance and the transition of chemical-sector companies. 

 

77. Taken together, these emerging practices show that financial institutions can 

progressively strengthen their approach to hazardous chemicals by identifying priority 

exposures, building internal capabilities, strengthening due diligence and client or 

investee engagement, and integrating chemicals-related considerations into portfolio and 

financing decisions. This can help institutions better anticipate emerging risks while 

identifying opportunities to finance safer alternatives and more resilient business models. 
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